
Good Disclosure 
from an Issuer's 

Perspective

April 7, 2005



2

Case Study

Water Revenue 
Certificates of 
Participation, 
Series 2004A

$425 million

Issued 
September 2004

AAA-Insured 
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Good Disclosure Requires a Plan

Continuing Disclosure

Issuance Disclosure

Audience:
NRMSIRs

Investors

Rating Agencies

Bond Insurers

Underwriters

Recognize the dual role of financial reporting 
tool and sales tool
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Continuing Disclosure
Annual required disclosure 
report

Profile of existing outstanding 
senior lien debt

Historic operating results

Future debt issuance

Rates and charges

Customer information –
water purchases, voting 
entitlement
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Continuing Disclosure, Cont.
Investment policy and actual investments 
held

Litigation

Demographic projections

Population

Employment by industry

Unemployment rates

Wealth indicators

Growth in housing units
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Continuing Disclosure, Cont.

Use website to provide current information -
excellent disclosure opportunities

CAFR

Budget

Long-Range Financing Plan

Five-Year Business Plan

Annual Report 

Monthly Financials

Monthly Treasurer’s Report

Rates and Charges

Links to Credit Rating Reports

Visit us at www.sdcwa.org!
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Issuance Disclosure

Create the disclosure team to obtain the highest 
possible level of expertise in representing your 
agency’s issues

SDCWA Internal Players:
Director of Finance 

Key Finance Staff

General Manager and Staff

General Counsel

Director of Water Resources

Director of Engineering

Director of Imported Water
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Issuance Disclosure, Cont.

External Team Players:

Financial Advisor

Independent expert

Knowledge

Reputation

Contacts within rating agency and finance community

Bond Counsel

Reputation of firm

Knowledge

Long and successful track record 
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Doing the Issuance Groundwork

Seek approval of issuance from board of 
directors

Kick-off meeting of the financing team

Understand timeline and responsibilities

Conduct weekly all-hands meetings

Prepare initial offering bond documents
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Doing the Issuance Groundwork, Cont.

Establish dialogue with rating agencies and 
bond insurers to determine specific areas of 
interest and concern

Review rating agency and investor comments on 
previous disclosure information

Develop rating agency presentation
Strut your stuff!

Plan a tour of facilities if appropriate

SDCWA provided a joint rating agencies and 
bond insurers presentation followed by an 
airplane tour of facilities
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Doing the Issuance Groundwork, Cont.

Completion of initial offering document 
(preliminary official statement)

Rating agency and bond insurer questions

Submitted in advance to allow time to prepare 
responses

Teleconference to answer questions
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Q & A Teleconference

Include your whole in-house financing team

Include additional staff if expertise in a certain 
area is needed

Be prepared for any legitimate disclosure 
questions

Follow up quickly if additional information is 
requested
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Notes on Effective Q & A

Be honest

Be responsive

Err on the side of providing more, rather than 
less information

Anticipate questions dictated by current events:
Rainfall impact on water revenues

City of San Diego

Ask yourself what you would want to know 
about a company before investing in it 
(prudent person rule)

Say you will get back to them if unable to 
answer the question
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Sampling of Actual Rating Agency Questions*

How has the new 24-month appropriation 
worked?

What is the impact of the ERAF shift?

Why are projected revenues different than in 
your last official statement?

Any internal control issues cited by the auditor?

*May be paraphrased for brevity
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Sampling of Actual Rating Agency Questions, Cont.

What is the projected cash reserve status?  
What other reserves are available?

Are IID and SDCWA disputing 
payments to be made regarding 
conservation measures? 

Is the weather impacting 
implementation of the CIP?

How is the CIP affected by rising              
materials costs?
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Outcome of Case Study

Upgrade by Fitch from AA- to AA 

Lowest interest rate in market that week

Entire issue purchased by Merrill Lynch 
with TIC of 4.78 percent
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Good Disclosure is a Win-Win Situation

Best for the agency – right thing to do –
transparency; enhances credibility 

Best for investors – gives confidence and 
rationale to invest in us

Best for rating agencies – a factor in 
upgrades



Karen P. Brust
Director of Finance/Treasurer
San Diego County Water Authority
kbrust@sdcwa.org

For more information
please contact:
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